14) Age

Respondent Age Mix

13% 13%
20% |
! 25%
29%

(8 Under 30 30 - 39 040 - 49 050 - 59 W60 or Older |

26

The median age category of the sample population was the 40 — 49 years of age group.

This category contained the 1887 U.S. Census estimate for adults in the area (47.6

years).

15.) Which bracket best represents your total annual household income?

Annual Household Income ($,000)

14% 15%

15%

31%
25%

'®Under 35 M35 <50 050<75 075 + .Refused‘

Most respondents (86%) were willing to disclose their household income. The median

reported income was in the $50K to $75K range.
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16.) And what is the highest level of education you had the opportunity to complete?

Educational Attainment

17% 15%

29%
| 39%
H! H.S. or Less BSome Post H.S. OCollege Grad OPost Graduate

Most respondents (98%) were willing to disclose their level of education and most (56%)

indicated that they had graduated from college.




DISCUSSION GUIDE - 15 DEPTH INTERVIEWS
TAHOE-DONNER PUBLIC UTILITY DISTRICT

Conducted by.
SIERRA MARKET RESEARCH

January 2000

Hello, my name is and | am calling from Sierra Market Research. We are
seeking your input on issues related to sefvices you receive on the property that you own in the
Truckee area. We are interested in your opinions concerning new capabilities that would enhance
communications in that area. We are strictly a research firm and your comments will be held in strict

confidence.

Are you somewhat familiar with the pricing of television, teiephone and internet services you may
receive in the Truckee area? IF NOT FAMILIAR, ASK TC SPEAK WITH FAMILY MEMBER MOST
FAMILIAR WITH THESE SERVICES.

Tell me whether your Truckee property is used primarily &s a second residence for yourself, or if you
rent it out on an ongoing basis such that it is primarily an investment or income property. IF
INVESTMENT/INCOME, THANK & TERMINATE.

How long have you owned this property? How long do you expect to keep this property?

IF OWNED LESS THAN ONE YEAR OR INTEND TO KEZ> LESS THAN ONE YEAR,-THANK &
TERMINATE.

In a given 12-month period, about how many trips do you make to your property where you stay

overnight at least 2 nights? And what is the longest duraticn of stay in a 12-month period? IF
FEWER THAN 12 TRIPS OR DURATION LESS THAN 2 WEEKS, THANK & TERMINATE.

How often do members of your family use the intemet, either from home or from work? IF LESS
THAN ONCE EACH WEEK, THANK & TERMINATE.

| will need about 20 minutes of your time for this discussicr. If this is not a convenient time for you, |
would like to schedule a time that would better fit your schedule. If you would care to call me at a
specific time, | will provide you with a number and we can croceed in that fashion.

Call back time, date, phone, name




THE DISCUSSION

! yvould like you tell me a little bit about how you remain in contact with your primary residence, place
or employment and the world at large when staying in your Truckee home. That is, | would like to
know about your usage of such things as the telephone, internet and television services in the area.
Let's talk about each of those services in the order you consider most important.

FPROBE: Provider of service and reputation.
Length of service.
Reliability and satisfaction.

Perceived value.

Price issues.
You had mentioned being (satisfied/unsatisfied) with Service A. What could be done to make your life
better with respect to that service?

g;i\eﬂy tell me about your experiences with the following companies in the Truckee area. ROTATE
CH :

TDPUD
CATV (USA Media/Westar) or STV (DISH/DirectTV) operator

ISP provider (local or national)
Local telephone service provider (PacBell)

Do yeu fesl it would be appropriate for any of the above providers to offer expanded services in areas
currently offered by the other companies? N

Which organization do you think would be the best provider of a broad offering of such services? Why
do you say that?

It TDPUD were to be the provider of these services, how would you respond? Complain? Switch to
TDPUD?

_Thang you for helping me with your comments. You will likely be hearing more about the issues we
Just discussed and your input will be very valuable in helping various businesses decide how to make

improvements to the services afforded you in the Truckee area.



Survey #:

TRUCKEE DONNER PUD
EXPANDED SERVICES STUDY
JANUARY 2000

Hello, my name is from Sierra Market Research. We zre contacting area residents to get their
opinicns concerning a new business venture being consicered in Truckee. May | please speak with
the person in your household who makes decisions regarding television and internet services that you

use.

[IF NECESSARY: /s this a convenient time for you to spend 10 minutes with me to answer some

gquestions?
IF NOT SCHEDULE A CONVENIENT DAY AND TIME TO CALL BACK.

S1. Are you, or is any member of your immediate housshold, employed by a utility company or a
cable television company?

1 O Yes TERMINATE
2 0 No CONTINUE
3 [0 DK/Refused = TERMINATE

S2. Do you obcupy your Truckee home or is it rented out to others and more of an investment
property?

1 0O Aninvestment property. TERMINATE
2 [ Used by respondent as a residence  CONTINUE

3 0O DK/Refused TERMINATE

S3.  Are you familiar with computers and the internet, or zre you interested in becoming familiar with
these things in the near future?

O No, not familiar and not interested. TERMINATE

O Familiar with computers and the internet CONTINUE
O Not familiar, but interested. CONTINUE

O DK/Refused TERMINATE

G -

1.) Record Gender1-O Male 2-0 Female



2.) Who provides your television signal?

(READ LIST IF NECESSARY)
1-0 Cable — USA Media/Weststar Communications

2-00 Satellite — DISH Network

3-0 Satellite — DirectTV

4-00 (DO NOT READ)Other/Don’t Know/Refused

5-00 (DO NOT READ)No television service SKIP TO Q.4

Using a school grade system, where “A” = very satisfied, “B” = somewhat satisfied, “C” = neither
satisfied or dissatisfied, “D” = somewhat dissatisfied and “F” = not at all satisfied, please tell me how

satisfied you are with:

ROTATE SELECTIONS

Very Not at all
Satisfied Satisfied
A B C D F DK
3.) a. The quality of your television signal 4 3 2 1 0 5
b. The station selection available to you 4 3 2 1 0 5
c. The monthly price you pay for your signal 4 3 2 1 0 5
-4 3 2 1 0 5

d. The choices you have for who
provides your signal

Who provides your residence or local business with internet service? ~
(READ LIST IF NECESSARY)

1-0 Local/regional ( JPS Net, Great Basin, etc.)

2-00 National ( AOL, AT&T, CompuServe, etc.)

3-0 (DO NOT READ)No internet service SKIP TO Q8
4-00 (DO NOT READ)Cther/Don’t Know/Refused

4.)

Again, using a school grade system, with “A” = very satisfied, “B” = somewhat satisfied, “C" = neither
satisfied or dissatisfied, “D" = somewhat dissatisfied and “F” = not at all satisfied, please tell me how

satisfied you are with:

ROTATE LIST
Very Not at all
Satisfied Satisfied
A B C D F DK
5.) The speed of your internet service

The reliability of your internet service

The ease of getting a line for the service
The price you pay for your internet service
The choices you have for internet services

Ao o
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The next few questions are for classification purposes oniy.

11.) Is your residence a...

12.)

1-0 Single family dwelling

2-00 A complex of 2, 3 or 4 units
3-0 A complex of 5 or more units
4-0 A mobile home

5-00 Other/Refused

Is your Truckee residence your primary residence or more of a part-time residence?

1-0 Primary 2-0 Part-time residence 3-00 Refused

13.) How long have you lived in the Truckee area?

14.)

1-00 Less than one year 4-00 6 < 10 years
2-00 1 < 3 years : 5-0 10 or more years
3-00 3 <6 years 6-00 Don't Know/Refused
And are you...
1-0 Under 30 yearsold 4-00 50 -59 7-0 Refused
2-0 30-39 5-00 60-69
3-0 40 - 49 6-00 70 or over -

18.) And which of the following brackets best represents your total annual household income?

16.)

1-0 Under $15,000 4-0 835K < 350K 7-0 Refused
2-00 S15K < $25K 5-0 $50K < §75K
3-0 325K < 335K 6-00 $75K or over

And what is the highest level of education you had the opportunity to complete?

1-00 Less than High School Grad 3-0 Some College 5-0 College grad
2-00 High School Grad 4-00 Trade or technical school  6-00 Post grad work
7-0 Refused

Thank you very much. Those are all the questions we have for you.



APPENDIX 2 CURRENT TDPUD OPERATIONS

TDPUD, as a local agency with a long-term service record, furnishes electricity to 8,700
customers and water to 6,400 customers in the Truckee area. ' As reflected in its mission
statement, TDPUD is commutted to the well-being of the Truckee community; bringing innovation,
competence and trustworthiness in the deltvery of water and electric services.

TDPUD, as a non-profit, publicly owned utility, is governed by officials elected by District
voters. TDPUD’s policies and rates are established by the Board of Directors, which
conducts studies and assesses implications of new legislation and alteratives. TDPUD is a
member of the Northern California Power Agency (NCPA), which provides schedule
coordination, engineering, and regulatory services support. The District is a participant in
the Truckee River Operating Agreement (TROA) governing the quantity of water that can
be diverted and depleted from the Truckee River Basin.

The District service area encompasses the following communities:

Community Electric Water

Downtown Truckee
Armstrong Tracts
Biltz Tract

Donner Lake
Gateway

Glenshire (portions)
Meadow Park
Olympic Heights
Ponderosa Palisades
Ponderosa Ranchos
Prosser Heights
Prosser Lakeview
Sierra Meadows
Sugar Pine Estates
Tahoe Donner

o TS S S O
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Sierra Pacific Power Company and Pacific Gas and Electric serve surrounding areas. Del Oro
Water Company serves Donner Lake; Glenshire residents receive water from the Glenshire Mutual

Water Company.



CURRENT TDPUD OPERATIONS

Growth in the TDPUD's service territory has been consistent for the past twenty years. The
population of Truckee is growing at a rate of approximately 2.5 percent, and is expected to
continue for the foreseeable future. This growth will add approximately 300 new homes
per year to the customer base; and commercial growth is expected to contnue at a

comparable pace.

ELECTRIC SYSTEM

TDPUD purchases its energy through bilateral contracts with entities outside the Truckee
area, primarily Idaho Public Power. Power is brought to the TDPUD’s four substations and
one metering point over Sierra Pacific Power Company's transmission system. Power is-
then distributed over the TDPUD's fifteen circuit arrangements to its 8,700 electric

customers.

TDPUD anticipates that it will be doing business with a different set of entities and evolve

new relationships with its customers as competition replaces the tradiional monopoly

structure:

> Customers will be responsive to lower prices, increasingly reliable service, quicker
reaction to outages, more convenient business practices, and knowledgeable customer

service representatives.

> TDPUD will neec to remain price competitive for the services that it provides.

WATER SYSTEM

TDPUD acquires its water from deep aquifers within the Truckee groundwater basin area.
Water is transported to Truckee’s high elevations through a series of pump stations and
stored in strategically placed water tanks located throughout the community. The water
system is designed to maintain high pressure for fighting urban fires as well as for all

domestic water uses.
Access to water supplies will likely become more extensively regulated in the future and be

subject to quantity limits. TROA will constrain the development of future wells, and
resources available throughout the Truckee River Basin.

> The quality of the water in the groundwater basin is critical to keeping water costs low.
A groundwater management program, in conjunction with other users of the basin

may be requirec.

. . . - . , o -
Limitations on water supply will require conservation measures in the future. As such

Y

there will be increasing pressure to implement a metered water rate.

Opportunities for cost saving through efficient energy management of pumping stations
have been identified; but this requires integrated electric and water SCADA operations.



APPENDIX 3 TELECOMMUNICATIONS PRODUCTS
AND SERVICES TO BE OFFERED BY TPUD

The TDPUD market for telecommunications service includes:
> Residential customers who could benefit from price competition and enhanced service
quality.

> Large institutions and businesses desiring to establish their own altermate access

arrangements, and small businesses.

> Intermediaries, such as long distance inter-exchange carriers (IXCs), competitive' local
exchange carriers (CLECs), competitive access providers (CAPs), Internet service

providers (ISPs), and CATV service providers

Initially four types of telecommunications services are be offered by the TDPUD:

Y

High-speed data transport
> Internet data transport
> Cable television

> Lease of dark fiber

These services are to accommodate the growing telecommunications needs of the greater
Truckee area, and are discussed, in turn, in the following sections.

HIGH-SPEED DATA TRANSPORT

High-speed data transport on fiber optic SONET systems are to be offered on a wholesale
basis to the PEG and business community. It is anticipated that high-speed digital lines will
be available from point-to-point in standard and non-standard arrangement, including DS1
(1.5 MHz), 3 to 5 MHz bundles, DS3 (45 MHz), and possibly higher capacity connections —
up to 100 MHz. The lines will be available on a non-discriminatory basis to local and long
distance carriers, local value-added service providers, and local businesses. The zvailability
of thesé lines, at an estimated cost of less than half the existing comparzble high—speeé
copper lines, could bring choice and price competition to the greater TDPUD business

community.

» TDPUD Applications - The needs of the electrical transmission and distribution
sections of TDPUD will be addressed, with transport services to all substations. The
optical fiber backbone facility will be capable of accommodate growing utility

3-1



TELECOMMUNICATIONS PRODUCTS AND SERVICES TO BE OFFERED BY TDPUD

\U

requirements for system control and data acquisition (SCADA), high speed data
transport, and interconnection of the Electric Department’s substations.

Business Applications - Lines between offices are to be available for teleconferencing,
data networking, image transfer, or telephones. New leased lines will be provided to
customers within shortened intervals. Customers will have low-cost access to telephone
service providers. Individual businesses will benefit from competitive prices and
prompt service. Redundant fiber optic paths are be utilized to provide highly reliable

transport service.
Private Data Networks - Data network applications are anticipated to be the most

common application on the system, meeting the performance and growth expectations
driven by business computer use. The system will meet the reliability and security

" needs of critical business applications. Data lines will be extended directly to inter-

exchange carriers allowing them to competitively reach customers without using the
local exchange carrier. Long distance carriers could have the ability to offer local
telephone service directly to customers by providing dial tone and switching service
over the fiber SONET system. These interconrections with regional communications
companies could provide more choices to customers. Access to alternate central offices
and alternate points-of presence (POPs) may be available to businesses. '

Value Added Services - Providers of value-adced service are to obtain high-3peed lines
and provide custom telecommunications applications. For example, value-added
service providers can design, install and cornfigure a business wide area network,
composed of several local area networks linked with routers, which convert local area-

network signals for transmission on the SONET system.

High-Speed Transport Service for Local Schools and Public Safety - The high-speed
telephony and data transport network will be constructed to meet the transport needs
of primary and secondary schools, junior colleges, public safety offices, other special
districts, and libraries, if they so desire. These offices can use transport fadilities for
expanded internal communications and their services to the community.

INTERNET DATA TRANSPORT

Internet data transport would be offered on the hybrid fiber coax (HFC) system in
partnership with Intermet Service Providers (ISPs). Cable modems provide a data
connection directly to the ISP, bypassing the telephone network, enabling high-speed
Internet access for homes and small businesses. Subscriber could use Internet services for
entertainment, education, and shopping for other products and services, with delivery of
information in the form of multimedia text, images, animation, sound and video.

-

~

Cable Modems vs. Standard Telephone Lines - Cable modems deliver data up to 1,000
times the speed of standard telephone lines. Customers could quickly search and
retrieve information such as stock quotes, weather reports, and headline news.

~ -



TELECOMMUNICATIONS PRODUCTS AND SERVICES TO BE OFFERED BY TDPUD
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Providing high-speed capability removes restricions of telephone lines on size and
complexity of Intemnet features, and {rees the telephone line and network for telephone
calls. Home computers could be continuously connected to the Intemet, performing
work without impacting telephone use. Restoring the household telephone for
traditional use could also preserve the current flat-rate local telephone billing system.

Cable Modems vs. ISDN - Integrated Services Digital Network (ISDN) was invented to
make digital service available in the telephone network to homes. Cable modems
provide approximately 100 times the speed of an ISDN line used for data. As home
services become digital, the quality and variety of services the telephone network can
deliver increases. [ISDN enables many new telephone services, as well as data speeds of
144 KHz, two to four times the speed of standard telephone modems. As with common
telephone lines, ISDN lines are switched drcuits, tying-up capacity while the line is in
use. ISDN lines have the same inherent impacts that standard telephone lines have on
telephone network availability when used for Internet access.

The following table illustrates TDPUD'’s sample ISP (Intemet Service Provider) offering
as compared to other services currently available in the Truckee area.

( ISP ‘ Type Speed Cost Per

. : Month (3)

[ (bits per second)
TDPUD l Cable Modem 10,000,000 3000
Telis r Dial-up 1,200 to 28,300 19.95 l
Sierra Net i Dial-up 1,200 to 28,800 25.00 ;
The GRID ; Dial-up 56,000 $19.95 f
[ AOL r Dial-up 1,200 to 28,800 | 19.95t021.95 f
Compuserve , Dial-up 1,200 to 2,8800 ; $21.95 ‘

One-Way Cable Svstems - Competing products, which deliver high-speed data, such
as Direct Broadcast Satellite or Cable Data on one-way cable systems, continue to use
telephone lines fer the return path. Use of such products tends to exacerbate the

already overloaded telepnone svstem.



TELECOMMUNICATIONS PRODUCTS AND SERVICES TO BE OFFERED BY TDPUD

CABLE TELEVISION

Offering full service cable television directly to local homes could bring price,
programuming, picture quality, and service-level competition to the greater Truckee area.
The system that delivers Internet data transport service also provides cable television. The
use of fiber optics optimizes system operation and performance. TDPUD could offer a wide
range of programuning, including local broadcast, news and information, sports, arts and
entertainment, movies, family, as well as public access, education, and government (PEG

channels).

> Basic Channels - The basic Her offers channels received from local commerdal

broadcasters (ABC, CBS, FOX, NBC, PBS, UPN & WB), community-access programs,
municipal television, local educational channels, and a television guide. The
approximate cost could be $10.00 per month. The incumbent provider does not

currently offer a service ter of this type.

Expanded Basic Channels - The total price for this package could be approximately

>
$15.00 per month for 21 channels including the basic cable channels, 30 channels of
digital music, and a converter box offering access to pay-per-view movies and events
and Web surfing. The incumbent provider does not offer a service Her of this type.

> Super Expanded Basic Channels - Super Expanded Basic channels includes basic and
expanded basic channels, for a total of 48 channels at a total price of $30.00 per month.
This compares with the incumbent’s offering of $38.68 for 36 channels.

> Premium Channels - Premium channels such as HBO, Showtme and Starz! are
included would be favorably price by comparison to services currently provided.

DARK FIBER

The Attributes of Dark Fiber - Dark fiber is a passive material, requiring only minimal
operations and administration support. The lease or sale of dark fiber capacity places
primary responsibility for applications and installation of electronics in the hands of the
intermediary (e.g., CAPs) or end-user. The user may choose to use fiber to transport
massive amounts of bandwidth (e.g., OC-3, OC-12, and OC-48) via high-powered (and
costly) electronics—in which case the cost of fiber is no object—or the fiber may be used to
transport.low-speed data as a highly reliable, wire-like commodity, in which case cost is a

critical factor.

A tradeoff between the cost of fiber and the cost of electronics comes into play—high cost
fiber installation shifts attention towards more sophisticated electronics for the same basic
application. The elasticity of fiber demand reflects the substitution of electronics for fiber
capacity. The ability to install and utilize more fiber strands allows the use of less
expensive electronic equipment. Conversely, higher prices for lease of dark fiber will result

24



TELECOMMUNICATIONS PRODUCTS AND SERVICES TO BE OFFERED BY TDPUD

in use of more expensive electronics to reduce the required number of strands to achieve a

market objective.

rices in other communities that offer dark fiber range from $200 to $40 per strand-mile per

mornth, as shown below.

Fiber Strand Price (§/Fiber-Mile /Month)

Municipality Spot Price Best Price Rationale

Palo Alto' 222 (178) 185 (148) Reduce prices by 20 percent
Burbank® 175 135 Scarce resource, bandwidth goal
Eugene, OR 150 100 Test market initially

Longment, CO 4 37 Economic development tool
Williams 125 83 CLEC experience

Alameda - - Offering frozen at 4 fibers
PacBell - - Not offered. Engineering request

Conduit Prices Based on 4 Inch Diametsr Shell (S/Mile/Month) )

PacBell 20 “ 120 Locations dependent

San Frandisco 440 Williams’ estimate

~

' The City of Palo Alto has installed a network for the sole purpose of leasing dark fiber. The spot fiber price, as
cited in its marketing brochure, is 52,551 per fiber-mile per vear, corresponding to S216 per fiber-mile per
month. Various bulk discounts are offered, with a minimum discounted price of $86 per fiber-mile per month.
Demand from CLECs and CAPs, the primary market for dark fizer, has not yet materialized.

" The City of Burbank has leased fiber at $175 per month, but only a small percentage of total capacity has been

leased.

W
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APPENDIX 4 EXAMPLES OF INITIATIVES
- BEING TAKEN BY OTHER CITIES

Glasgow, Kentucky

Glasgow has established a dtywide network with broadband capabilities that would
otherwise not available from either the local telephone or cable television companies.
Glasgow has considered the municipal-owned broadband network as the economic engine to
power the community into prosperity during the coming information age. The two elements that
provided the economic justification for the project were electric energy management and

competitive cable television.

Today competitive cable television and telephone are available; and a 4 MHz per second
citywide computer network ties together all Glasgow homes, schools, businesses and

government agendaes.

> The-citywide network connects stand-alone PC's and file servers with their assodated
workstations in any home or business throughout the city.

> The network is also connected to a T-1 dircuit that allows anyone on the Glasgow
network to have 1.5-megabit speed access to the Internet simply by clicking on the
Netscape icon to establish the connection, without any connection to a telephone or a

telephone modem.

> The system is used to synchronize traffic signals in town so streets carry the optimum
amount of traffic, thus achieving higher efficiency in the investments the city has made

in streets, roads and highways.

Ashland. Oregon

The City Counci adopted the goal of building a fiber optic ring with an initial focus on
improving electric utility effidency with automated meter reading, load control, substztion
management, and outage detecion. Ashland’s fiber optic network now provides a
telecommunications irfrastructure that would not otherwise have come to the community.
The network meets the municipal-owned electric utility's need with respect to positionir;g
for electric deregulation; provides high quality telecommunications services to the public;
and helps reduce utility operations costs.

Cable TV services provice an additional $3.2 mullion in revenue for -- an additional capital

cost of §1.5.

4-1



The Internet connecton is the fastest available. Software comparnies are creating state-of-
the-art products to make use of the network’s capabilities.

The network is long-term econornic development tool by:

> Enabling local businesses to compete more effectively.

> Providing PEG institutions and large businesses significant opportunities to utilize new
technology to reduce costs, improve service and implement distance learming and

training concepts.

> Providing the City's schools with unparalleled access to high-speed data and video.
> Giving the local college’s off-campus students and faculty high-speed data solutions.
> Enabling the hospital to improve its service to the community

> Providing residents a choice for Cable TV programmhg.

> Providing high-speed data access to the home - significantly enhandcing the
community’s growing numbers of home businesses.

Alameda, California

The City, situated on a 12.4 square mile island, operates a municpal electric utzl(ty The
electric distribution system is comprised of 94 miles of overhead circuitry and 92 miles of
underground circuitry. Alameda’s population of 80,000 experienced significant growth. It
is a wealthy community, with half the households having incomes over $50,000 and witin

an average household income of $68,000.
The City has adopted an aggressive approach to telecommunications market entry:

> Alameda is offering cable television and Internet services to residential users and’

providing telephony to goverrunent institutions.

Internet service is being provided to public and private schools, and excess fiber
capacity (dark fiber) is being leased to commercial providers. ‘

A4

> Alameda’s strategy was to overbuild the existing CATV plant of TCI and offer
competitive CATV services.

Construction of a two-way hybrd fiber/coax system began in January 1998 and is now
complete, with a capital investment of approximately $8 million. A break even level of
4,500 customers was antidpated by the year 2000. A fiber optic ring was also installed in
1996 for internal use and for a lease through a competitive access provider and that already
has achieved a break-even threshold. Responsibility was assigned to the Bureau of
Electricity that hired marketing and operations personnel.

4-2



To this point, the City has attracted over 200 high tech companies as evidenced by a
concentration of software programming networking, and peripherals manufacturing,
biotech and related service opportunities. [t develoved Alameda Point, what used to be the
Alameda Naval Air, which is undergoing conversion to private and commercial uses, with
nearly 3 million square feet being converted into commerdial facilities and another 3 million

square feet available for new development.



APPENDIX 5 REGULATORY CONSIDERATIONS

There does not appear to be any obstacle at Federal or State levels that would prohibit the
District’s entry into the telecommunications market, either as a provider of services, a
participant in a joint venture relaionship or partnership, or as a facilitator to promote
telecommunications infrastructure development.

>

A

A

Federal Guidelines - The Telecom Act of 1996 encourages new entrants—including
Districts—into telecommunications to stimulate competition. Districts possess the
requisite legal authority to undertake the installation, operation, and maintenance of a
broadband communications network serving internal and public needs.
Interconnection and unbundling of network elements has reduced barriers to entry. But
municipalities and Districts must be mindful of level playing field issues. A five
percent franchise fee has been incorporated in the business case analysis to ensure that
the Town of Truckee would maintain its source of revenues from the CATV franchise.

State Guidelines - California state statutes do not require a District or publicly, owned
utility to obtain approval or authorization from ‘the California Public Utlity
Commission (CPUC) before becoming a telecom operator. Cities and other public
jurisdictions (including public utility districts) are not under the jurisdiction of the
CPUC and do not require a Certificate of Convenience for selling common carrier
services or any advanced telecommunications services.

County Guidelines - The development of a District broadband communications system
requires compliance with applicable provisions of the Local Agency Formation

Committee (LAFCO).

TDPUD Charter - The TDPUD’s charter does not Impose any restrictions on the
provisioning of telecommunications services.

L‘Jl
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APPENDIX 6 SENSITIVITY ANALYSIS

Sensitivity analyses were undertaken to assess the impact of possible shortfalls in reveniues
due to lower revenue per household and lower than anticipated subscriber demand.

30 Percent Reduction in Revenues Per Subscriber

In this scenario, fierce competition from Satellite Television and the incumbent carrier
forces a 30 percent reduction in average revenue per subscriber to hold market share. In
this case total annual revenues increase from 51.0 million in Year 1 (versus $1.3 million in
the base case) to $3.5 million annually in Year 15 (versus $4.8 million in the base case).
Operating expenses increase from $1.0 million (versus $1.1 million) to $2.1 million (versus
$2.3 million) during the corresponding period. Operating margins, the difference between
Revenues and Operating expenses are positive throughout the period, increasing from $
$15,000 (versus $236,000) to $1.5 million (versus $2.4 million) during this time span.

Net Income, including loan origination fees and interest payments, is negative for the initial
four-year period, but turns positive in the fifth year and continues to increase over the 15-
year horizon. Eaming approach $500,000 by the eighth year, $800,000 in the 11* year, and

more than $1.1 million in the 13" year.

75 Percent Reduction in Subscribers in First Year: 50 Percent Reduction in Subscribers in Tentk

vear

In this scenario, due to competitive forces and lack of subscriber interest, adequate demand
fails to materialize, particularly in the formative years. Only 25 percent of the estimated
subscriber base are realized in the startup phase (6 percent of homes passed), reaching only
half of the estimated subscriber base in the tenth year (25 percent of homes passed). In this
case total annual revenues increase from $500,000 in Year 1 (versus $1.3 million) to $3.1
million annually in Year 15 (versus $4.8 mullion). Operating expenses increase from
$800,000 (versus $1.1 million) to $1.9 million (versus $2.3 million) during the corresponding
period. Operating margins are negative for the initial four-year period, with losses
decreasing from $300,000 to 5100,000 during the period; but margins tums positive in the
fifth year and continue to increase over the 153-year horizon, from $ 511,000 (versus
$236,000) to $1.2 million (versus $2.4 million) during this ime span.

Net Income, including loan origination fees and interest payments,b is negative for the initial
nine-year period, but turns positive in the tenth year and continues to increase over the 15~
year horizon. Losses are over $900,000 in the first vear, but decrease to $200,000 by the
eighth year. Eamings approach $200,000 in the 11" vear, and reach more than $600,000 in

the 13" year.

The sensitivity analysis indicates that there is substantial latitude in achieving business
success. Even revenues are slashed by 30 percent to business is viable. It would take
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SENSITIVITY ANALYSIS

drastic reductions in estimated subscribership to undermine the viability of the
telecommunications enterprise over the long term. The staying power of the TDPUD can
sustain the business during unanticipated problems encountered during the formative
years, until the business matures and revenues are secured.

Alternative Construction Scenarios

The TDPUD network utilizes an zerial system. An alternative, underground route is also
available along Donner Pass Road.' Consideraton was given to utilization of this
underground route as a means of cost reduction and construction avoidance. Use of

underground facilities is not recommended for the following reasons:

> Construction cost savings would not be material. The cost of fiber would be virtually
the same, whether underground or aerial infrascucture was utilized. Savings in fiber
pLa&:ement on the TDPUD's existing poles would be offset by the costs of pulling fiber,
and installation of additional attach points (involving manholes or handholes).

> Use of conduit for the backbone could result in stranded capacity for long-haul
telecommunications network applications. As such, the opportunity costs of tying-up
conduit capadity would overshadow any short-term benefits.

The potential value of TDPUD’s two two-inch conduits should be considered from a

construction-avoidance perspective.

An equivalent 16-mile two-inch conduit would at a cost of approximately $3Q per foot
to construct, with a corresponding construction avoidance value of approximately §2.5

.. million for each conduit pathway.

> If, during the next several years, these two conduits were sold at a constructon
avoidance value of $5 million {or more), these revenues could be applied to retire
TDPUD’s Certificate of Particdpation obligation. If this were realized, the net cost of
TDPUD telecommunications network would, in effect, would be reduced accordingly.’

' Provision has been made for use of underground conduit in a 2,000-foot segment along
Donner Pass Road where aerial facilities may not be available.

? This does not take into consideration cost savings realized by the electric utility in installation of
electric conduit.
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License Agreement
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LICIHSE AQEDMENT P

TR TAUSFEE PULLIC UTILITY DISTRICT, a Ledy policlc, haro-
inafcer callad YLicansor,” and TUCUAS XIRDY, doing guzinu: as .
"31'S TV, hercimsfces called “Licensee,” murually agrse chac che
doiloviag teTms and voadrcions siull govern Licansee’s uas of
poles 12 uhich Licencar has an cunezship or otler Laccrest, loca-
Zad wizhlu cic sTeas i3 or neax che Town gff Truckse, Coungy af
Herade, Scace of Califurnlxz, which are aelineaced on the map
he=acs actiched, aarkad "ZxRibir "A*, and hazcby made a4 parc haxad

1. Licapace's ude af said palss shall be canfinad to
ceppotsing thoge €3bles, wires and eppliances, togezhar with
sageeistid runseng X cadles, yuy wizes, anchoxs and ochex appux-~
teusnces, all hexcinafrar c:lz:.l "oquipmane,” which lLicensor has
given Lictnsec vriczen pormigaion to insgall. Licensma may use
23{d equijeEnr In a2 corunily 4ncanma tsleviglon sysce=m gpezatiang
wvichin che aforesalid uzcas Zao distzribdutz telavision progzams Ce
cir huses «nd Lugtinesaes of licensee’s subgczibers withuin said
1zwnn. Liceqcee aoany make Llacidental uge of gaid equipmenc for
Jdistriluzion to (€0 subdsTibarx af M muelc (scudie—eriginaced
cs ofi-Tla-niz) or Lhe cacxsi{immal transsizsicn of oches televisieq
sigwls for wducazieaal a¥ eniartalasmons purpoaas. Licanaes
£hall o said equipaRnt only for such commanicy aoteana televi-
siaw and selatad Lzm2dental puxpoges.

2. Uknavez Licenxea stall dealra o place equipment oo
eny of s3id polas, Liccnse= shall aalke tziccea application, in
r=iulizags, o Licecsor for-permijsiaa to do so, yubsgancially
n the fots Lezete sctachad, Mozked “Exhibir B,“ and hazaby =made
e payxc usresf. If said gpplication ix approved, yawadssism co
plics i equipment descTibed ia soid application on che pole oz
paizs thazain identilied zkall be gmanced dy Licenscor oz iu duly
augiiwglizad sonsgex, igent, or TupTizentative, by signing ose copy
ol said zpplication in the place pravidad t!m:‘ein faz &t puT -~
pose, aad tccuzning said signed cody o licenses,

. U
N Olad I
. .

. . by
(. JOIA GROUP wiszressas () 10 098t

3. Upon recciving s2id zlaganad o af s3id applicsziom,
Lac noc bzlore, licenscs shall hm :heag{sh: Lo insgiu, malzrals
aug uae 1is equipwenc dezexided L ¢xid gpplicacicn ac the pole o3
polzz idencified tuezelnj provided, houevex, that bafars comenciz
aay tucs Laazallacion Licendee shall nocify Licensor of the ticx
sl $T pooposes U6 da sald wozi sufficlently in advancs thexcof |
20 what ;’.CCU&‘-: Yy <rzavye Lo rave irx :tpz“cncuei“ prasant Ir'
cizn ausd work Lo pecformou, and provided furchez, that Liceassse |
onzli eosplece suen insezllacion gichin suen texsansble Cims !

i

T,

12z 32 zay le specified In said apuzoved Ipplicacian.

%. Licensae shall net bave the right to place, nor shall

{t place, zny additlenal equlpmcnc o sny polc waed by Lt hermuades

withoer (ixet waling Ipplicxelon for zud recciviog petmiséion o |
éo z=, 21l o8 pressribad Iin passerzpk ag-barzed 2 horcol; nor ghall
Liezascs chinge 5?: pasiilon ol 3ny wuipmanc on &ny peole heradunde:
without Licxager s prier wrlsean anpraoval. :

7. (a) Liconsce zhall, &t igs o= dole risk and eapease, !
pisce 2 ndintaia 8244 equinzent en sz:id polex (L) {p u sala cca-
alilzs and ia clworough zapalr, (44) ia a meawer sulcable to Hsens
cot wod o3 gz noc to cunllice or fncesCfaze wich tho wirking use |
of =oic poles Ly Licousor o ochecs using gaild peles, or with the)
uerking wze of Lagililiex of Licearor or otlwers o oz froe cime €2
T wisczd on said pelca, 2ad (L1L) in conforwily with such re-

muvsesencs ind specifications as Liecszaser aliall froa clvxs to Clime.

gzzzzsite amd with 2ll laws, gud tfa regulacions, orders, and

|
1. |
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darze=z of all lawfully constlicutad bodlas and zzitunals, pertain-
irg L0 pole line constzuetion, L(ncluding, wichouc llalcing zhe
s=ope off the £c=ugo£t=r.ﬁ, Conezal Crdar Wo. $5 of the Public usrl-
{vias Compizzsion of chic Zrarte of Callfornia, and any suppluoents
rhazece znd ravisiomaz chercof.

(v) Licensce shall conplets the insctallaclen of itas
equipacnt cn clhie pale ox pales covercd by each approved Lndividual
a.pyl.i:a:ion. wizhitu suchl cloxe limic a2 Liceaser shall desiznate en
satd application for such {ngtallatiean; snd {n fhe event Licacsoe
shauld £ail to coeplecz the lnscallacion of Les eguipaent om said
pule or poles wirhinm said preocsibed cime limic, Chs pesmizsion
grancad by Licensor to plavc satd eguipmesc an aald palo or poles
atzli cheraby automscically be revoliad and Licsntee zhgll net have
che right s placd saild cquipment on salid pola ox poles withauc
firse reapplyiap £or oud zcaciving pezalssicm ta do so, all 42
peescsibad ir parazctepl neabered 2 heszof. :

6. - (a) £ ic che judgmsnc of licznasr, the acsomadacioa
of any of Licunsce's aquipmens nacessizatas the sescTzngemast af
f£acilirdia:z on a pols er Taplascmne of a pole, Licensor will

{iadiazca o a3id applizacion the ncccozzary chauges and the aati~
cacad cast Chazcof adad recurn Lt to Licecsee; and {f Licengea szl
destzz=3 ¢o use suld pole et such zeplicing pale and Tatuwrns ths
applicscion maziked To 3o {ndicacze, Licanser will maka sued pole
replacemane Lf roaquizad, and Liconsor will moke, and will zequest
cchazr owaezss, L£ amy, of ggid exiscing facilities co make, such
ruzrzangasants or trensfexs of said existing facilicies as pay be
vaquized, all 38 the sole sisk agd expense of licenses, azd Licen~
sce, on domand, will zeimburie Licemser end esch such ochar cunec
for the encize expenss theszby ifdcurzed by each of them. Licange:
shall oec be respousible to Liczaaee f2z any loss sustained by
Licznsee by re3ascu of cthe failase of sy such othes owmer to mzka
sucy TrarTanged=ars ot Tansfers.

(b} 12 in Licensoz's iudgm=nc, Licangee's axisting
€ quizwent onu ony pele inceefaras wich or prevencs the placiag of
any facilicies rhieTzan requirad by Lice=sez or by any ocher ownex .
of an incorust L2 oF of facilicics on said pole, and Lf said faci-
liziss could be placed om sard pale by recoving Licsuses's aquip-
sont therofrnm, or Ly zearranging the cxiascing facilicies (exclud-
ing = ‘*:::E;meuc of Licdasee's equipzeas sloae) thezeon, llceneos
nay notify Llecuswa of che rearsingecencs of existiag ficilicies
or peis rzpimcsarat aud transfers of exiscing facilizies zeguired
ia order o conrisuc thc uecomodsciza of Liceases's agquipoanc,
togachez with an asciasze of the cosrz of pgking any such changes;
and LZ Licwnsce deaizas o coucinue ts caigcais 123 equipsent on
zaid pola or tuch ruplacing pelc and o unociiies Licensor, Lizense
will Rike such polc Teplicemdnz 1f reemived, 2ad lLicanser will maks
gud #ill Zaquett achar owmazg, (¥ anmy, of said existing facilicies)
Cco askci uch TeaTzsugamanes oz :-.-w.séc:: of szid e=isting facllLi~
ties 21l ar the selc tisk and expanse of Liceases, and Liceaxce,
on denzud, will Telzburee Liceuzar and exch such othez ovnes fox
tos enclre expense tiiTeby incurzed by cach of thoa. licensoT Shﬁi
ncl be suspsnauable to Liconseca for «ny loes sustlined by licaasce
¥y zo3sen of cha f£afluze of auy 3uch othe: owner ¢ zeke sush
rzaTTageuants or tiancevi. IS Licazzee dogs aed 80 notify Licen-
sz, Licencea shell Temove iza equipment fzoz such polz withia
cvaizcy (30) daya £zsam such necificacrica from Liceasoz.

7. I£f Licangae zhould regquis : .

o requiss eguipseat in a locgtfon upén
any pablic zheraugbfsre nr ocher ublic‘cngti\ric: pTopaccy,
Liceasor ahall nec L3va polex so Eocmd as to £alf(11 Li{czagee's
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raquizeoency, Licensce $hail necilfy Liceasor of ics need for such
poles ia ozdex ghac Licanses oy deoccrmine whechez LT wishes TO
place polas in such locaciea. 1If Lteanaor L3 willizg ®a azact
poles in wuch loeacioun adeguate to care fox the 1azvice sequlze-
iancs of Che pastiec harecs, Liczniox shall es nocily Licengee and
thercupon Llcenges shall azie agpiicatlon uwndos thia Agzcezmac £oT
permission co placo izs cquipeeat thqzion. Upao tecsipc of zaid
spplicarion Licensor hall pTocesd o ezect 3aid poles.

3. TIn ordas to keep CThe fusbar of gelex om public zhcrough+
fszea Bud slisvheze o 3 gcicticitle mintaam, licsnses agzeex mot
ro crncr any gpole of L3 oum {a of aea: ony locationm whese Licen-
sor Ls willing £o ¢ceocmedaze Ligrsec’zcgilpwenk or ©o pzovide
3 pals adaquacs o acscwodace licsmace's equipoeat, licansee
fuicher Jgrecs noc €O czect any pele of irz owm ae3z an existing
pela cacil Licensor has nacified Llsonsee that it L3 wowilld to
uccomodarn Licemace's cyuipment; ead nat £ gract any aleg af ics
oavm uiere no poles exist acil Iizcaser hia nodifisd Llcausca chat
Licensor docs uot desize ca esaet poles iR such lecacion.

9. HNaching in D5 ATeeccar shill be construsd To obligars
Licensor td gxane Licsases Pn:m;i.cn za ule any pasticulax pola o3
pales. 1f such peswmiision L8 Tefssed, Licenacs {3 frza co maka
any othez axTsagsmant L2 pay wish Co grovide for 1ts equipmenct &¢
che locactian in questier; and iz the eonsczuctica and aaintensmes
of pele Lincs regulzud siizalsr, Licensec ogrees vs coufozm.To the
requirceencs of Coaesal Czdez No. 95 of tha Publlic Uriliztlies Com-
missica of the Scace of Ciliforais, and say supplemensa chexecs
gad scvisions chezrmof. L

¥

10. (a) Licendze, af {cs own 2ols riak aed expanse, szhall
covide, oun and I1nCIiz Ll guys and anchers a3z ars Tzuired co
gcld-:.‘.: sczains aof fra equlpceas on said paleg i3 sll cazex whe=a
Licenses'3 gacharage T2quizecents are not ceincidanc wich choae cf
Li¢cemssr,

(») 12 geaezil, Lo racsc cises wheze ths anchozage -
zequiremencs of Liccasew 2nd Lizmuscr aze coincidenc, the astzains
of Licenszce's cquiprens aud of Licensor'’s faclilities on #8id pales
shall be held by 3oz guys a=d iochory; however, (n indfvidoal
cases wnzn ta Liceszcs’: ludgmens such pracedures 42 dasizable,
Licaidea, ot {23 our sole 213K ind expense, s33ll provida, ownm and
@z2incaln sapetsce guvs oo ancliozs, oz boch, zo holid cha sgzaina of
irs aquipmaal oo 3afi peles. .

(¢} I thasz cdics vheze existing guys and anche:s
are lnadequace to Boid Ucezsez's stzzing and scpazals guys and
aachory 3T noC desizad or L€ aovx gad anchors de ueﬁ Zy licea
sce =hould be Lnadegzate T hold addirisnal ac=atcs of Liecensex
sad any utlicr ownex of ownezs of f3ellizies on saild poles, ar any
of them, tesulring I i placezcnc of addicional fasilities om
seid poiu and £2:d xe7s and azshars uweuld Rave Saen adsgualts e
Lold tha additionsl zgziins if icensee's sezains wase racoved
thazefrea, Licenier siall ciuse the exisclag guys and anchoezrs to b
zeplacge wigh sdeqaisiz guyc ane unchors ac che sola xisk ang cxpenfe

of Licenaen, and Licinsce, on deagnd, will zeiodarsa Licsasor fex
rhe calire cxpense LT3y incuszed,

11. Liceaser Tzsezves 3o 1tzglf gnd U@ €3ch otherownex of
facllicias on 8aid yoles che zizhc co maincain said golas zad Lo
vpezaLe thelr ECC;]:"T:L&? thezemm 10 sush 4 mnner as will Besc
caable them €0 fUlflll thelz owm sarvicve Tequiresents, sud meizhar
Licerdor nov 3ny 531 olher owmex shall be liable to Licimasec fox
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any iacarzupcion To I_Lcan:)zn’: sexvics or for any incarfsronce wit
the cpezocien of Licnnsas’a equipmenc acising in any mannax fzom cha
gse cf gaid polos and the facliliciznas therean by Licansor aad aach
said other oumar, aar shall Licenscr be lisble po licazses, OF

any ather pezidn, by ressan cf any wozk, act, a::’.vi.lul. oz opezazticn
of ugeilicy made, dune, undectaksy, or carried om by Licensoz.

12. Licensoe will obeain from public auchoricies and
gcivace owness of Teal prapesSy aay end &1l peralts, licenaes ot
gzoncy necessary for Cha lawfui exmzcise of the permiasion granced
Ly any applicatisn approved hereunder! and Liccnsme shall subatie
ra Licensor cvidence of compliance with tha foragoing requiramancs
pricy $2 aT ag she time of making applicacion for permisaion R
p Laca satd equipeenc on said pole ur polas,

13. Llicenzes shall ac any tiza, ac i3 oun sols zisk aad
expense, upen notlcs £zam Licenaor, :zinca.:c, Teplaca or rensu salf
equipemac or tZimsfez it Co roplsckag polas, ot perfoxm any ocher
werk ia conneceion uich sald equizsaal that tay tequized by
Lic=ascr; provided, liowavar, thae in sases of emctgeney, Licaasor
Zzy, =< Liconses'c dnle rigk and sxpanda, rslocats, Teplacs oF
rcnxv nalld equipwsnc, sransfcz Lt Tz =cpim‘.n¢ polas ox pezicsm anyT
ocimr wezh 1 connacZion with said wquipmens that may be zsquizsd
in ¢ wiincendnit, Teplicimeng, :wﬁ: zelocation of said
poles or che £3cilicisra chataeon or widch may be placed thexeom,
&z for the sezvice needs of Licensoxr ox any other ownez of au
incczaac in sald Eolc ez of facilitles thercon, and Licenses, oa
dezand, will relsbuzac Lic=nsor. fox Che catlire axpense chezady
{ncuzzed.

14. Iiccases may ac a.n: time remove icg equipmant f£rom any
of said poles and, Ln easch such cise, licangee shall L{amedfataly
give Licenser writren notiee .0f such romevsl in the cuwbez of coples
=c¢ in the form fzow time to kdme pragcribed by Liceascr. Resmoval| -
o* 3aid equipnmnt fzom amy pele 3hall comacituce 3 cezminaciss of
ricangee’s Tighc 2o ude zuch pols.

15. Yor the privilcge of placing snd aaineaining said
cquipecnt on gxid poles, licenses skall pay to Licenacr aezl-znacs LLy
{a idvauce, amounck to Le cospulfed on che {s: day of Jamuazry and
ove the loc day of July of each calendar year duriug the existance
¢f this Agzeewmenr ac the race af Do Deollars end thr Cencs .
(§2.50) for cack gale, per zanca, ised by Licensee oo shm dace of |
csoputacion, sald sum being payadle czel-annually and the aggzogets
gecent of paymone belng decezmdped By gedle, sa hazeinafcer pro- |
videsd. '

Sead -annug ] IE, on ¢t abour July lst aad Jangary lsc cf eicyy
sos, Lieensor 3Ing ccasee zhall jclziply audic the nushex ¢f peist
ta use, videh giall cseablish the puyment due, in advence, oz s
ns¥2 5ix scaths peviod. Ta chae eveur additiocoal poles he puc i3
i, du.zini the peziod Lacween audic, rthe charpe hercinabove 3es
fexst gtall Le patd {n cdvance, pro-zated to the ncXz cuccasdisg
gLz dace, wad itn vthe evenl, duting ghe pariod baltuesa audli, uic
sf 2y polen by Licon=ze hercuadur Be abaundoned or diseconclnved,
liczncae chull Elzer aocify Licounaor ctheraof in uwrirzing in 2dvande
whizh nocico ahall specify or Jdasimace the pals or pa!u tna use
of uhich {5 to be standaned or dizcoantinued, and the dsce on whic::
the same will accur; {a which cvenr the charge theraflor shall bc

™

1sc-zzfed 25 cf che date of puch abaudoaocenk or disesmginusace, o2
- a .

»

gne dace specified in $3id noeice, whicheves shall be lacez.

e . By giving alx {€) moanchs' mactiecs to Liccnace, Licaniss Eay
La tipe ©2 Clxe incTedse oz deccaase the Tace spacificd «bave,
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